62 State of North Carolina

NOTES TO THE FINANCIAL STATEMENTS

| NDEX

Page

Note 1—Summary of Significant ACCOUNTING POIICIES. ........ciiiiiiriiiiirere et be b s ens 64
A, FINaNCial REPOMING ENLILY ...cuviuieiiieieieieieieese e s e e e e s e s e se st eeseeseeseeseeseeseeseeseeseeseaseeseeseaseeseaseeseeseaseaseesensensensensens 64

B.  BaSIS Of PrESENLAIION. ......cuieeiiieeiitecee et e et h e b e e b et e e e R e e R e Rt et e n e er e nenas 67

C. Measurement FOCUS and BasiS Of ACCOUNLING ........cueieieieieieieieieieeeeeeeeeseesaeseeseesaesesseeseeseeseesesseasessessessessessessessenns 68

D. Cash and Cash EQUIVAIENLES........c.uiiiiriririsiesese sttt sttt sttt be b besbe bt sbeebeebeebeabeebeebesbeebesbeebesbeebeasesbentes 69

T 1 1Y 1 0 | OSSPSR 69

(S o U ] (=3 = oo ] o TR RUR TR 69

G. ReCEVADIES ANA PAY@DIES .........cueiiciciccce e s et s e se e s e e s e e s e e re et e e R e e Re e R e eReeReereeReeneereeneeneeneeneans 69

H.  INVENtOrieS and Prepail [TEIMS. ......cci ittt sttt st b e bt bt st b e besbeebesbe s b e e be e b e ebesbeebeebesbenees 69

. RESIICIEO/DESIGNAIEU ASSELS......c.ectieiieieetieteeteeese et eteste e e steeteetesseaseeseeseaseaseaseaseaseaseaseaseaseaseaseeseaseaseeseaseeseaseeseaseasensensensen 69

N O o L= S ST PRSPPI 69

[ = = = {0 o [ o ] =3 70

L. COMPENSAEU ADSENCES .......eitiitiitiitisiesiesie ettt sttt sttt sttt be sttt b e be bt s besbesbeebeebeeb e ebe e b e ebeebeebe e bt ebeebeebeebeebeebenbesbentes 70

Y o T o I T o = 70

N SUIBLIES ...ttt e e bt e bt e b e e e s e e R e e e R e e e R e e e R e e R e s £ SRS e SR e e e R e R R £ R e e R et R e e R R Rt ren e e n et Rt nenas 71

(O T VL= AN = £ U aTo T o o SRS 71

P.  REVENUES GNU EXPENSES....c.eiitiiiitiitisiesiesie sttt sttt ettt be st be s besbeebesbe e bt e beebeebeeb e ebeebeeb e ebeebe e bt ebeebeebeebeabeebeabenbentes 71

(O T oo o =0 1] 1SS 71
Note 2—Stewar dship, Compliance, and ACCOUNTADITITY.......cuiiiiriiiiirirerese bbb ens 72

DETAIL NOTESON ALL FUNDSAND ACTIVITIES

NOtE 3—DEPOSITS ANA I NVESIMENTS.....ccuiitiitieicecieese sttt e e te et eeteeteeseaseeseeseeseaseeseeseeseaseaseeseaseaseaseaseasenseasensensensensen 73
A. Deposits and INVeStMENtS With SEAEE TIEBASUIEN ..........ccueiiiririririeieesesee sttt be et e b ssesbessenseas 73

B. Deposits OULSIAE the SEEEE TIEASUIEN ........cceiieieeeeeeesteeeste st ete s e sesteeteste s e sseeseesesseasesseaseaseeseeseaseeseeseaseeseasesseaseasensessensen 76

C.  Investments OULSIAE the SAIE TIEASUIES .........c.eieiiiieiere ettt r e e e r et e r et s r e renn e nn e 77

N o = e O o T = AN = 81
Note 5—L ease Obligations—Operating and Capital..........cocuiiririiiiinie e be b s enes 84
N[ =S ol aTo e = o 4 T - o T =S 85
A. Changesin Long-Term LidhilitIES .......ccouiiiiiiiieiiisieesss sttt sttt b bbb e s beebesbeebenne s 85

2 2 1o aTo Y= 110 WA o1 S = Y= o = S 87

C. BoNnds AUthONZED BUL UNISSUEG .......ccouiiiiirieiiiieisieieesr sttt sn et n et r e b et n et n et sr e b nnenenn e 87

D. Capital APPreCiation BONGS..........ccciiiiiiiiiiisesesesestesestestestesseesessessessesseasesseesesseasessesseaseasessessessessessessessessessessensensensen 87

E.  DEMENG BONGS ......oeuviiiieiireiieteestee sttt s e h e bt e st s e e s e e e E e e b e e b e s e e e e e e eh e s eb e s e b e nn e s e ene e nne e enenas 87

F.  DEbt SENVICE REQUITEMENTS......cuiitiieieteeteeteete st s s et teste s e stesteetesseaseeseeseasesseeseaseeseeseaseaseaseaseaseeseaseaseeseaseaseaseeseaseasensensensen 91

G.  BONO DEFEASANCES.......cueiuieeiiieieeteistee ettt a et h e bt e bt e s s R e e e b e e Rt e e h e e e e e e R e e Rt e bt e e h e e r et R e R r s e nn e 92

[ TR 2 T g o == 1= 01T (0TS 93
Note 7—Interfund Recaivables and PayahIES ..........cociiiiiiiiriissese ettt sttt sttt e be st besbesbesbeenes 94
Note 8—Fund Balance ReServes and DESIGNALIONS ........c.ccuieiiiiiiisiseeiseeesesesestessestessessessessessessessessessessessessessessessessessessenses 95
NOLE F—RELIT EMENT PIANS......ceieitice e b e s st e e e e bt e bt e e s e e s et eR e e e b e e e bt e e e st nn e e s e e e eb e nenenn e 96
A. Plan Descriptions and Contribution INFOIMELION...........ccuiiiiieiieiiieieiee s e e ese e e e e eseeneeseeseeneas 96

B. Summary of Significant Accounting Policiesand Plan ASSEl MALtErS ........ccccvvvirinineninenisesesesese s 98

C. Actuarial Methods and ASSUMPLIONS. ......cueiiieieiiieeeieeeeeeeeaeeeseseeseeseeseeseeseeseeseeseesaeseeseesesseaseasesseasensessessessessensessenns 98

D. Annua Pension Cost and Net PenSion ODIIGation ..........ccouiiririnininininenesese st sse e 99

I @Ko g I (= L= 1= 010 - S 101

F.  SpecCial Separation AIIOWANCE .......c.ciiiiiiriiisesese ettt sttt sttt be s be b et e s besbe et e abeebeebeebeebeabeebesbeebesbesbentes 101

Note 10—Deferred COMPENSALION PIANS ........ccciiiiiiiieeeeese sttt e e te e e sseesessesseaseeseesesseeseaseeseaseaseaseasessensessessensensensen 102




State of North Carolina

NOTES TO THE FINANCIAL STATEMENTS

Page

Note 11—Other PostemploymMeENnt BENEFITS ......ccvciiiiiiecisesecese ettt teeteeseeseeseeseeseeseeseeseaseeseeseeseenensen 104
A. Heath Carefor Long-Term Disability Beneficiaries and RELIEES .........cccvviriririninineseseseseses s 104

2 T TR o1 LY oo 1 TS 104
Note 12—Risk ManagemMent @nd INSUMANCE.........uiiiiiiriririeresie sttt sttt st st besbesbesbe s bt s bt sbeebesbesbesbesbesbesbesbesbesbesseases 106
A, PUDIIC ENLITY RISK POO ...ttt teeseeseeseeseeseeseeseeseeseeseeseeseeseaseeseeseaseaseesenseasensensens 106

B.  EMPIOYEE BENEFIT PLANS.......oiiiiicieees ettt sttt sttt b e b bt b e bt b b be bbbt benbennes 106

C. Other Risk Management and [NSUraNCE ACLIVITIES..........ucuiieieieieieieiee et se e seeseesesseeseeseeseeneans 108
Note 13—Individual Plan Financial Statements- Pension and Other Employee Benefit Trust Funds.........c.ccocvvvvvninennnnne. 114
Note 14—Segment Information for ENLErpriSE FUNGS ........ccviiiiiiiiceceses et e et ne st e seeseeseeneeseeseann 118
Note 15—Component Units—Condensed Financial INfOrmation ...........cocoeiirininininenineseesesese e 119
N[0 LGS RT= o1 o @ T =T ] 14 o o 121
Note 17—CommitmentS aNd CONLINGENCIES .......cciiiriririrerieseee sttt sttt st e besbesbesbe s bt e beabeebesbesbeebesbesbesbesbesbesbessenses 122
A, NO COMMITMENT DEDL.......cuiiiiiicicicecee e re s e e s e e seeseeseeseeseeseeseeseaseeseeseaseeseeseaseeseesenseasensensens 122

2 I 1 = o R RUR RPN 122

(O == o[ = I =01 £ 124

(D 2 o [T 0 V1V YA @0 g = {F o o] o TSP RUR RPN 124

E. USDA-DONGEA COMMOUITIES .....uecuiiueeieeieeteeiesiesestestestesessessestesseesessessessessesseasessesseasessessessessessessessessessessessessensessensessensen 124

F.  Construction and Other COMMITMENTS .........coeiieriiereeerr et a e r et r e sr e e b e s s e se e e ere e nne e enennas 124

[T oo = ol S 11 = 011 o S 124
Note 18—Changesin Financial Accounting and REPOITING......ccuiiiiriririinirinire sttt sse e eses 126
Note 19—Fund Equity Reclassifications and RESLAIEMENTS .......cccviiiiiiiiiicicese st sse e se e eseeseeseens 127

NOLE 20——SUDSBUENT EVENTS ....ctiiiiitiitieiiitisese sttt sttt a ettt b e b e besbesbe s bt sbesbe e b e e bt abeeb e ebe e bt e bt et e ebeebe e bt ebeebeebeebeebesbenbesbents 128




